


- ; . ,
m T / DEPARTMENT OF THE TREASURY
WeE /) WASHINGTON. D.C. 20220
&F f

|

‘ |

.t

-~ D
) - Comtoclb-o 2 100~
— September 5, 1995

TARY JOHN D HAWKE
' A
FROM: Jeannine Jacokes ),(drfff/sz C’—l)é € —
Interim Coordinafor
CDFI Fund i

At your August 25. 1995 meeting with Kirsten Moy on the CDFI Interim Re ulations
ou raised several issues with respect to the Community Development F
nsututions (CDFI) Program. Kirsten recommended that | prepare t

¥
In p
discuss how the Interim Regulanons have been changed to reflect vour comments.

your desire 10 maximize the Fund's ﬂembxlnv and discretion. the following
..odiucaimﬁs have been made:

1) Waiver Authorijty: A general “waiver authority™

give the Fund discretion to waive any provision of th
(provided it is done in a manner that is consi i
Only program-wide waivers wil

permitted in order t

d
otect the Fund from accusations that waivers are issued
itrary manner or one applicant is treated more favorably than another.
) mlﬂmmmuu:mgms (see below)
) Rauing and Selection (see below)

I1. Eligibility Requirements

In response 1o vour concerns regarding explicitly deﬁmng in the re

n the regulations an asset.
capital. or operating expense test for non-insured institutions. such tests have been
eliminated. Instead. applicants will be asked to submit their financial statements. Fund
staff will analyze the € stalements and make an assessment of w hethcr the applicant’s

usiness activiiy‘ is the provision of loans and Dev elopment Invesiments.

ne Fund will also examine a n applicant’s annual repons. organizational documents. and
other information submitied as part of the applicant. In making its evaluations. the Fund



will take into consideration an apphicant’s in
organizational development

IR R AN B RN

utional type. total asset size. and stage of

B. Primary Mission and Target Market Tests

rrime

o

The regulations have been modified 1

nresp oncern about the feasibility --
given the variety of activities each ;mp! can

ppicant mignt be engaged in -- of requiring
applicants to demonstrate that a specific percemage of their activities are dedicated 1o
community / development/target markets. The current drafi eliminates such percentages
and modifies the Interim Reguiations to give the Fund significant flexibility in assessing
applicants past performance and projected activities. Under the Primary Mission test. an
applicant must now demonstrate that its (and its affiliates) activities are “pnncipally"
dedicated to community development. Under the Target Market test. an 1 must

demonstrate that its activities * Dredomlnaml\" benefit i
Population(s).

In regard 1o the Primary Mission and Target Market tests.
whether 1t is feasible 10 combine the disparate activities f;n_,

] app icant and count them in
a single performance measure. The Intenm Regulations have been modified 1o aiiow
applicants to select indicators that * re appropnate given the nature of the products and
services it offers.” The Fund will not prescrib specific indicators or methods for
counting™ activities. Instead. appiic’ams will have discretion to select their own
indicators and will be re qui ired 1o “make their case™ 1o the Fund as 1o whether they meet
the Primary Mission and I Target Market tests.

I11. Evaluation and Selection Process

’ma:x'imizmg the Fund’s flexibility, the Interim

] iminate the “point system™ used 1o evaluate and
he interim Kegulanons will simply discuss the Tiered Review
process and the criteria used to evaluate applicants. The regulations will no
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10t discuss the
relative weights assigned to each group of critena. nor how the criteria will be applied in
the evaluation process. Thus. the Fund's discretion in e\aiuah-lg applications wili be
maximized.
V. Decision Making/Access to information

)

nd records of the Fund are
H-f‘n—naiion Act (FOIA). The Office of General Counsel
xs quite broad and can address the concerns about oubhc access
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the types of information the Fund can disclose regarding speci
115¢e)(1) of the authonzing statute

“The Fund. afier deleting or redacting anv material as appropriate 1o protect
privacy or propnetary interests. shall make such lannual] repons [of Awardees)
submintied under paragraph (1) available for public inspection.’

V. Retained Earnings

The Lonterence Report that accompanied the

authonzmg statute clearly stated that such eamings could be used for matching purposes.

V1. Oversight and Monitoring

1onitoring and oversight
r 10 General (OIG) to assist in
d and commented on the Interim

e Fiscal Assistant Secretary.
und Interagency Workmn Group: Depariments of Housing and Urban

Ue\'elopmem Agriculture. Interior and Commerce. Office of Management and Budget.
Small Business Administration. and Federal Housing Finance Board.

(3) _Ba_nh_nz_&mﬂmgn. Office of the Comptroller of the C

ency. Office of Thrift
Supervision. Board of Governors of the Federal Reserve. Federal Deposit Insurance
Corpo ation. and National Credit Union Administration

The Fund staff will work to obtain Depanimental clearance by the end of this week. The
package will be reviewed by the Office of Management and Budget (OMB). Itis
anticipated that OMB will recommend some modifications. If Treasury has any
additional changes to the regulations. such modifications may

................. autions may be incorporated at that

lime.
cc: Sarah Cavandish. Office of the Under Secretary for Domesnc Finance

Michael Barr, Office of the Secretary

Fe Morales Marks, Office of the Financial Institutions Po olicy

John Bowman, Office of General Cgl_p_sl:!

Maurice Jones. Office of General Counsel

Valerie Lau. Office of Inspector General 2361

Gerald Murphy, Office of Fiscal Assistant Secretary



SUBPART H - RATING AND SELECTION APPLICATIONS

..... axNs 4

raied and selected to receive assistance based on a multi-tiered
review process that is intended to:

(a) screen out Applicants that do not meet the basic program requirements (Tier
I) or possess adequate capacity 10 be a successful CDFI (Tier I1);

3.

~c ornese

take into consideration the uxuquc characteristics of institutions that vary by
Institution type, asset size, status of organizational development, markets served
products and services provided, and location; and

\

(c) Rank the remaining Applicants (Tier III)

e Tierl Review - Tierl of the review process is intended to ensure that the
Ap hcam meets basic eligibility requirements and h
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Tier IT Review — The Fund will examine a number of criteria in evaluating
organizational capacity and an Applicant's likelihood of achieving the goals of the

&svYes ulic

Comprehensive Business Plan, including the strength of the manacemen

t am and

(<3 i <A LE-iivas (cwll «@alig
other key personnel, the quality of its financial management policies, the extent of its
.manda! resources, the depth of its market analysis, and trends in financial and

r

e Tier 111 Review — The Fund will rate each application meeting Tier land Tier 11
requirements and award points based on the selection criteria. An application may
receive up to 100 points, with the points distributed in the following categories:

» Organizational [and financial] capacity (up to 50 points); rating based on an
evalution of the information described in Tier 1
- External resources (up to 20 points); rating based on such factors as the

I U exceed the matching requirements
ihood of raising the balance of the match in a timely way; or the
extent to which matching funds are or will be derived from private sources or
new investments

- Community impact (up to 30 points); ratin

g based on such factors as the
extent of economic distress within the designated Investment Arca(s), the
need for loans, equity investments, and Development Services within the
Area; or the extent to which the activities proposed in the Comprehensive
Business Plan will expand economic opportunities within the Area

(CDF1-8)
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tions that have
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appli
a parucular round
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up to 10 bonus points may be added to

’

+

deems that without such action cerain types of communities or regions will not be

secured firm commitments for all m

Bonus Points - Th
adequately served
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Don Bord’'s Ghservations

| found very little consisiency in reviewing the varnous reviewer's “Evaluations ™ 1f staff had
vrepared anv written mndan;ug f, the reviewers. it should have been provided to each
reviewer prior te commencing 12 help the Final review team evaluate each proposal on an equal
basis. the reviewer should have been instnucted to provide their assessment in a similar format
in many instances, 1 appeared that the reviewer only reiterated what was provided in the
proposal ;‘v‘lany of the e
es

he evaluations provided the strengths of the proposal. but said little regarding
any concerns or reservaticns. while other reviewers covered both basis

I found in several reviews
contradictory siatements

For example, one reviewer recommended funding the proposal while
acknowledging the quality of the business plan was poorly focused.

In one instance, the reviewer did not recommend the application for further consideration.
but the appiicant was funded. In most situations 1 found questions raised bv the reviewers that
sHould have qenerated corr espondence to address the concerns. 1 f h

. reone

also provided the cntena (1805.802
évié‘w process) tha In reviewing each appiication. in some instances, it
e od

jifficult to see how the criteria listed matched the apphcauon content. Furthermore, the

=th

factors discussed by staff during the January 7 CDFI Advisory Board Meeting did not coincide
with the regulations.

=
Q
o

P o
w
®
Q.

became d

I've had a chance to review almost all of the reviewer’s critiques. Where appropriate. 1've
underlined as many of the reviewer’s concerns that 1 could locate. The upshot is that in almost all

instances, the reviewers identified areas that the final review team should have addressed before
recommending approval to the Director. There is no indication that this did take place
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PROFILE #: 1996-SE-003461
DATE CREATED: 05/10/96
ADDRESSEE: Robert E. Rubin AUTHOR: Clnton, 83l

Secretary White House
SUBJECT: CC Of Lstter To Wilkam F. Winter Re Application Of Foundation Eor The Mid South For Communit

Development Financal Institute Fund Dosnngggn i
ABSTRACT: CC ot_l?gertn Wmiam F Winter, Waﬁnns Ludiam & Stenns, regarding the appluabon of the Foundator

REQUIRED ACTION:  No Reply Necsssary

DISTRIBUTION:
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May 2, 1996

T™he Honorable willi.= p [Y'Y Q.
a—asw aswws AW WALLLAGE . WALIA G
Vatkins Ludlam £ Stenmis. P.2
= S wwswmiawy) & oo

Poct Office Box ¢27
Jackson, Mississippl 239205-0427

Dear Bill:

- _ __

Thank you for your letter advising me of the

--\k-( A merer e e A 2
-2 WAr)o 4

Gil&ry Corporatian created by Foundation
Por *the Mld Coneh ba 448 8o _____ 2
eTE wim RAV SVl LD aiG 40 &COoONnomic
development in tha Naléas ave= Bametsoas —& —.oe
| S -t s MW BE W G e Pe-ausE UL OuUurx
interest and early involvement vith the
Foundation, both Hillary and are gratified by
the continued from your
efforts.

Traasury ¢tc lgt his snﬁi af your personal
reconmendatinn recsardime ¢tha Dea_ o _:__
=S SSTE SSySawad -AE LAWEL P ABT
Corporation‘’s application to the Community
> (4 -re e -—— -—_aw vv—-uudb’
Development Financial Instituticn’s Pund for a
$3 million grant.

All best vishes to you.

Py

<11603
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Chun . bt St B W (601) 9549-4800
Kbt 2. bt Bcbene b W
s O Kaggs Vin & Vo
Qais 4 Lansinan.
The Honorable Bill Ciinton
President cf ¢ths United Statas

The White House

1600 Pennsylvania Avenue, N.¥.
Vashington, D.C. 20%500-2000

ing get the Foundation for ths Hig
South organized several years age, I thouqht You would be interested in mewing
what & successful enterprise it has becomas. Don Munro incidentally is now its
chairman, ’

One of the most impressive things that the Foundatiasn has done has bsan to
Create a subsidiary corporation to serve as its eccnomlc development arm to ap pur
Dusiness arpansion and job creatiom in the

Delta area of the three statas. m
r A a Intstprise Corporation of the Delta ana has alreeaay
achieved some impressive results

!.nt..xpzise Corporation has submitted an application to the Coammuni ty

sat Financial Institution’s Tuna at the Depacrtment of the Treasury :og
on urnnt Pn -“--.e b enokd [ B

&L 3 aABiiily To service the obvicus needs of Delta
area b\I.IXDm.l. ECD is almost uniquely equipped to handle this role because of
its regional development Strategy whic.h sxtends acroas state linss acg bscause
of its strong involvement with the region’

3 private and public sectors.

2, that you can ses your way c).ou to indicate
for this appl;cau:m which can de

77777 a XT3

b ¢ han. fh-v- fn:-—

’
your support

!
£ a

()

Let me thank you for your many kindnesses to ma. In the meantime 1 wish
y:: the best. . rou have my continuing support and best wishes in the great 4Yob
[ d [ 4 u ars -~ i - <
SIS d - - w‘llv
Sincerely,
V. .
.-
a9y
L. FT =
¥illiam F. wWinter
VEW/sjt nTeeN
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